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THE SITUATION 


There has been very little real change in the 
situation in New England for several months. 
Most of the recent fluctuations in the volume of 
both trade and manufacturing have been directly 
due to seasonal movements and inasmuch as the 
peak of spring trade usually occurs in April or 
May it is hardly surprising that there has been 
little actual change during the past month. 
While the volume of business is fairly good on the 
average, conditions in the various industries 
are irregular and subject to unexpected flurries. 
One industry after another suddenly finds that 
there is a greatly increased demand for its prod- 
uct, and production has to be speeded up to 
take care of it. Two recent and prominent ex- 
amples of this are the automobile and steel in- 
dustries. The increase in production of pig iron 
and steel since the first of the year has been al- 
most unparalleled. The call for automobiles 
has forced production to exceed former records. 
On the other hand, several of the leading indus- 
tries in this district, having experienced their 
recovery last year, have been barely holding their 
own or even falling behind since the middle of 
the winter. 

There are so many of these conflicting trends 
that, taken together with the depressing influ- 
ences of strikes and the serious foreign situation, 
it is difficult to estimate the course that will be 
followed by business activity during the next 
few months. The approach of summer will help 
some industries, but may retard others. Barring 
these seasonal changes, however, there seem to 
be more factors pointing toward a gradual im- 


provement than to the contrary. The trend of 


raw material prices is usually a dependable 
index of the course of business prosperity, and 
these have been increasing on the average at a 
This 


ordinarily indicates that there will be a corre- 


fairly rapid pace since the first of April. 


sponding rise, though not as rapid or extended, 
in the prices of manufactured goods. 


this 


In fact, 


tendency has already been noted in 


many places. The activity in the building in- 
dustry is another very helpful influence. There 
is a greater amount of new construction under 
way in this district at present than in several 
years, and this, of course, increases activity in 
several affiliated industries. It has also served 
to give employment to large numbers of men. 
The recent decision of the Interstate Commerce 
Commission, reducing freight rates, may not 
have an immediate effect on trade, but there can 
be little doubt that ultimately its effect will be 
stimulating. New England industries pay a 
heavy toll in transportation charges and the 
high rates which have been in effect have been 
detrimental to this district. 

While these, together with other favorable 
factors are important, and seem to outweigh the 
retarding influences, there has not been enough 
further improvement during the past month to 
alter the opinion that a conservatively optimistic 
attitude toward the future is the one to adopt 
for the present. This policy may have to be 
qualified in the case of certain individual in- 
dustries, however, because the situation is so 
irregular that the prospects for each should be 


estimated independently. 
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INDEX OF MANUFACTURING ACTIVITY IN NEW ENGLAND 


Manufacturing activity in New England dur- 
ing April was at a slightly lower level than in 
March, judging from the available reports of pro- 
duction, employment and machinery activity 
statistics. This is not surprising, inasmuch as 
the cotton textile strike was more effective in 
April than in the preceding month, and this in- 
dustry is the most important in New England. 
While some of the orders lost by mills having a 
strike have gone to other New England concerns, 
yet enough have been placed in mills in other 
parts of the country so that conditions in the 
cotton industry of this district are not much 
better at present than they were during the worst 
of the depression in the winter of 1920-21. 

Several other industries also contributed to 
the decline in the total manufacturing activity 
in New England. In fact, among those is an- 
other branch of the textile industry,—woolen and 
worsted manufacturing. Save in one or two 
minor instances, there are no strikes in this in- 
dustry, and consequently reduced production is 
directly due to a combination of business condi- 
tions and seasonal fluctuations. 


The shoe industry, another prominent one in 
this district, has recently experienced a dull 
period, which was very largely of a seasonal na- 
ture, inasmuch as it is customary for the demand 
for shoes to become less after the Easter trade 
has been satisfied. Preliminary reports for May, 
however, indicate that conditions have improved 
since April. That section of the shoe industry 
which is situated in the middle west has appar- 
ently been enjoying a higher rate of production 
than that in New England, judging from re- 
ports to the Federal Reserve Board. 

The metal trades were among the last of the 
major industries of New England to experience 
a recovery from the business depression, but since 
the turn was made, late last summer, each month 
has shown some improvement in activity. This 
increase was continued during April. The recov- 
ery has been so slow, however, that even now 
this industry is operating on the average at as 
high a rate of capacity as a year ago. 

It should be noted in observing the curve 
representing manufacturing activity that the 
extension for April is preliminary and subject to 
correction. 
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MONEY AND BANKING 


The continued decline in interest rates re- 
mains the most important feature in the money 
and banking situation. Money rates have been 
falling now for over a year (see the first chart at 
the bottom of this page), and as a rule prevailing 
rates on the various classes of loans are lower 
than at any time since 1917. While the redis- 
count rate of the Federal Reserve Bank of 
Boston has not been changed since the early 
part of last November, it is as low as that pre- 
vailing at any reserve bank in the system. 
Despite the relative cheapness of credit there 
has not been a noteworthy increase in the de- 
mand for strictly commercial uses. There has, 
however, been a tremendous investment demand 
in connection with large amounts of govern- 
mental, municipal and industrial financing. In 
fact, there can be little doubt but that money 
rates would be even lower than they are if it 
were not for this condition. 

Member banks as a rule are now able to finance 
their customers’ needs with little if any aid from 
the reserve bank. In fact, the total amount of 
loans of the Federal Reserve Bank of Boston to 
its member banks was lower in the middle of 
May than at any time since 1917, when the sys- 
tem was first coming into general use in connec- 
tion with the financing of the Liberty Loans. 
This is shown graphically on the second chart. 
There has been a slight tendency lately for banks 
in Boston to increase their borrowings from the 
reserve bank, but this has not offset the con- 
tinued reduction by the so-called country banks. 
The increased borrowing by Boston banks may 
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be an indication that recovery in the volume of 
business has caused an increase in commercial 
loans by member banks to their customers. 
Evidently the demand for credit at banks situ- 
ated elsewhere in New England has not as yet 
been affected by the recovery in business. 

Member banks’ reserve deposits in the Fed- 
eral Reserve Bank of Boston have been increas- 
ing steadily for three months, indicating that 
their own deposits are growing. At the same 
time the amount of Federal Reserve notes in 
actual circulation is steadily declining. The 
result of the various changes in the situation is 
that the reserve ratio of the Boston bank stood 
at 76.0 per cent. on May 24, a recovery from the 
recent decline bringing it back to approxi- 
mately the level which prevailed in December 
and January. 

The total of the loans of the Federal Reserve 
System, just as those of the Boston Reserve 
bank, reached a low point in May equal to that 
of 1917. Likewise the reserve ratio of the entire 
system stands at a high percentage. The recent 
rise in the price of agricultural products has done 
much toward relieving the frozen loans which 
have been obstructing a recovery in the banking 
conditions in agricultural districts. 


Prevailing money rates in the open market at 
Boston on May 25 were as follows: 


Commercial Banks to Customers . 444-434% 
Brokers’ Call Money : ; . 4% 
go-day Bankers’ Acceptances (unendorsed) ; 31% 
Commercial Paper (Note Brokers) 4-4144% 
Year Collateral Loans : ; 434-59 
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The situation in the machine 
tool industry has improved 
slightly, although second-hand equipment, the 
result of war and post-war expansion, is still 
offered at concessions such as render competition 
difficult on the part of the manufacturer of new 
machinery and tools, especially where price is 
the main factor. Inquiries are numerous, but 
the demand is still of a character represented by 
a considerable amount of shopping around, and 
the eagerness with which orders are sought by 
producers indicates that plant operation is still 
far from a capacity basis. The textile strike is 
cutting down the demand for new tools from that 
source, but, on the other hand, the sustained ac- 
tivity in the automobile industry has directed a 
steady stream of orders to concerns whose prod- 
uct is used by the motor industry. 


METAL TRADES 


WOOL There has not been as much 
activity in the Boston wool mar- 
ket during the past month as there was in April, 
although prices still remain firm. Part of the 
trading during April was of a speculative nature 
and the uncertainty regarding the tariff has 
served to curtail this type of buying. Receipts 
of foreign wool in Boston have been large dur- 
ing the past few weeks in an effort to bring 
wool into the country before the permanent 
tariff becomes operative. The latest reports 
of activity in the woolen and worsted manufac- 
turing industries cover the month of April and 
show that there was a decrease in the rate of 
production during that month, as compared with 
March. Wide looms, for instance, were oper- 
ated at 58 per cent. of capacity in April, as com- 
pared with 63 per cent. in March. 
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CROPS The season is somewhat back- 
ward this year in New England, 
due largely to the cold weather. In some parts 
of the district work has been delayed by too much 
moisture in the ground. As a rule, plowing for 
spring planting has been nearly as extensive as 
usual. The acreage sown to white potatoes in 
Maine is expected by the United States Bureau of 
Markets to be nearly as large as last year, de- 
spite the comparatively poor prices received 
for the large crop of 1921. Most of the hold-over 
of last year’s potatoes in Aroostook County have 
been shipped away. The prospects for a large 
fruit crop in this district are good, excepting for 
apples in Maine, where this season will be an off 
year. Peach, cherry and pear trees have had a 
good bloom this spring. 


COTTON The increase in spot cotton 
quotations from 18 cents to 
above 211% cents during the first three weeks in 
May carried the price to a higher level than any 
reached hitherto during the current cotton year, 
surpassing even those reached last autumn at 
the time the government estimated a crop of 
but 6,500,000 bales. Mill consumption of cot- 
ton in the United States, added to the export 
demand, has already absorbed far more than 
the total of last year’s crop, indicating that the 
carry-over into the next cotton year will be of 
moderate size. Cloth prices have advanced 
somewhat in conformity with the increase in raw 
cotton quotations. New England mill consump- 
tion, due to the continuance of the textile strike, 
is lower than at any time since the full effects of 
the business depression were felt. 
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LEATHER The leather industry has had 
a relatively slow recovery from 
the depression. The situation is being further 
complicated at present by the pending tariff bill 
imposing a duty on hides and skins, which have 
been on the free list since 1909. Inasmuch as 
this country has not hitherto produced enough 
hides and skins to supply the domestic demand, 
the deficit has had to be made up by importation. 

The production of sole leather has increased 
but slightly during the past year, current output 
approximately equalling consumption. The pro- 
duction of goat, kid and cattle side upper leather 
has increased steadily for over a year, and the 
March output was more than double that of a 
year ago. 

Leather prices as a rule have changed but 
slightly during the past month. 


BOOTS AND 
SHOES 


April marked the low point in 
New England shoe production 
during the past spring. Further- 
more, reports to this bank from representative 
shoe manufacturers would indicate that the April 
output was no larger than that of the same month 
last year. There has been an improvement in 
May, however. It is doubtful if shipments from 
factories have averaged as large during the first 
four months of this year as in 1921. Further- 
more, both net new orders received and unfilled 
orders on hand have apparently been less each 
month this year than during the corresponding 
periods last year. 

Further progress has been made in the settle- 
ment of the wage problem in the New England 
shoe industry, especially in Lynn, Massachu- 
setts. 
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CARLOADINGS Railroad carloadings in New 
England have changed but 
slightly since the first of March, although thus 
far during 1922 they have averaged from 15 to 20 
per cent. more than a year ago. Heavier coal 
and grain shipments have been more than offset 
by the smaller volume of forest products, so the 
net gain is directly attributable to increased ship- 
ments of manufactured goods, the production of 
which is so essential to the prosperity of the dis- 
trict. Carloadings in the United States, in spite 
of the coal strike, are heavier than a year ago. 
The movement of grain and grain products is 
somewhat smaller, but for the country as a 
whole carloadings of forest products record gains 
over a year ago, and increases in the volume 
of manufactured goods transported are sub- 
stantial. 


PAPER Paper production during 
March was larger than at any 
time since October, 1920. Shipments, however, 
did not absorb mill output, and the increase in 
stocks which has been noted since last October 
continued. Stocks on hand April 1 were prac- 
tically as large as at any time since the close of 
the war, but incomplete data received by this 
bank indicate that production has since declined 
somewhat. 

The volume of advertising in the May maga- 
zines exceeded that of the previous year for the 
first time since the beginning of the depression, 
and if the present trend continues the gains dur- 
ing coming months should be substantial. This, 
of course, represents a direct demand for paper, 
and indicates also an increasing use in catalogues 
and direct mail advertising campaigns. 
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BUILDING The increase in the volume of 
new construction started this 
spring in New England has been exceptional. 
In fact, the total value of contracts awarded for 
new construction in this district during April was 
the largest on record, according to the F. W. 
Dodge Company. There was a slight decline 
during the first three weeks in May, but this is 
hardly surprising in view of the fact that the 
improvement in April was abnormal. Contrac- 
tors estimate that there is a larger amount of 
building under way in New England at the pres- 
ent time than in many years. 

One noteworthy feature is the marked increase 
in the number of new office buildings started, 
because this is indicative not only of confidence 
in prevailing costs of construction, but also of 
the resumption of business activity. The value 
of contracts awarded for new office buildings dur- 
ing April alone equalled the total for the first six 
months of last year. While the amount of resi- 
dential building for which contracts were let 
during April does not show as marked an in- 
crease, this class of construction nevertheless 
continues in large volume. 

The activity in construction has of course in- 
creased the demand for building mechanics. The 
prices of building materials have strengthened 
during the past few months, although this tend- 
ency may be neutralized in part, at least, by the 
lower freight rates which are to be put into effect. 

The chart immediately below shows the trend 
of the amount of new construction for which con- 
tracts have been awarded each month in New 
England. The curve is based on the dollar value 
of the contracts awarded as reported by the 
F. W. Dodge Company, adjusted by this bank 
for the changes in the cost of building. 


LABOR The cotton strike continues to 

be the feature in the labor situ- 
ation in New England. It has been in progress 
in several places for four months. Some of the 
mills which have reopened and where picketing is 
prohibited have been able to regain employees. 
On the other hand, in one instance where the mill 
agent offered to reduce the wage cut, workers 
refused to return unless they were assured the 
former wage scale. There apparently has been 
no widespread suffering among the strikers as 
yet. 

The aggregate number of people employed in 
the manufacturing industries of New England 

exclusive of textiles — has been increas- 
ing since last August, judging by statistics com- 
piled by the United States Department of Labor. 
This is shown graphically by the chart at the 
bottom of this column. The solid line represents 
the total number of employees in the various 
concerns in the several industries from whom 
data were collected (including cotton manufac- 
turing). It will be seen that this heavy line had 
an upward trend between last August and Jan- 
uary of this year. The sharp decline which fol- 
lowed was caused by the cotton strike. The 
dotted line shows the trend in other industries 
than textiles, and indicates that employment has 
continued to increase since January. 

The public employment offices of Massachu- 
setts report that the number of people seeking 
work through them is continually decreasing. 
At the same time, the call for help is growing. 
In fact, it has been impossible to fill the demand 
for common laborers in some instances. Farm 
help, too, is scarce. The improvement in the 
building and metal trades has given employment 
to large numbers of men. 
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RETAIL 


April was an exceptional month for the Boston 
department stores which regularly report to this 
bank, inasmuch as their net sales during that 
period were larger than for any previous April 
for which records are available or for any pre- 
vious spring month. Of course, this can be as- 
cribed in a large measure to the lateness of 
Easter this year, and in part it is due to the poor 
weather which prevailed in March, thereby post- 
poning spring buying. The April net sales of 
the eight reporting department stores totaled 
nearly g per cent. larger than a year ago. The 
physical volume of merchandise distributed ap- 
parently showed an even greater improvement, 
inasmuch as five of the stores reported that the 
number of individual sales showed a greater gain 
than the dollar totals. 

Reporting department stores situated in other 
New England cities did not show as favorable 
results as the Boston stores. In fact, the net 
sales of 18 representative stores during April were 
8 per cent. less than for the same month in 
1921, and even further behind the 1920 figure. In 
a Way, this is not surprising, because in each 
month since last November, sales of these 18 
stores have been consistently less than for the 
corresponding month the year previous. Some of 
the stores in this group can blame the cotton 
strike for a part of their lack of trade, because 
several which are situated in strike centers 

















TRADE 


showed rather exceptional losses in April, as 
compared with the previous year. 

The effect of the Easter trade is more clearly 
shown by the volume of sales of four women’s 
apparel shops in Boston. Whereas in both 1920 
and 1921 their sales in April were less than in 
March, this year there was a marked gain, 
amounting to 13 per cent. 

Stocks of goods carried by the department 
stores both in Boston and other New England 
cities have corresponded closely each month this 
year with the quantities on hand in the same 
periods in 1921, their value on the average 
being slightly higher this year. The value of 
the stocks in women’s apparel shops in Boston, 
on the other hand, is not as large as a year ago. 

That merchants are still anxious about mak- 
ing commitments for future delivery of goods is 
shown by the reports of the volume of orders 
outstanding at the close of each month. These 
have been declining in the case of both depart- 
ment stores in Boston and those in other New 
England cities since February, following the 
usual seasonal trend. The outstanding orders 
of seven Boston department stores on April 30 
amounted to 5.9 per cent. of the value of total 
purchases in 1921, of nine other New England 
stores, 4.9 per cent., or of the 16 stores com- 
bined 5.75 per cent. The corresponding figure 
for three of the Boston women’s apparel shops 
was 4.0 per cent. 














Net Sales Stocks at Retail P 
Net Sales Jan. thru Apr. on Apr. 30, 1922, Ratio of Stocks Sales Transactions 
during Apr., 1922, com- 1922, compared compared to Net Sales during Apr., 1922 
pared with with same with during April compared with 
Apr., 1921 Mar., 1922 period 1921 Apr. 30,1921 Mar. 31,1922 1922 Apr., 1921 
8 Boston Department Stores +8.7% +13.9% —2.5% + 3.0% +1.9% 2.67 +11.6% ( 5 stores) 
18 Other N. E. Department Stores—8.3% +10.3% —8.3% +0.6% +0.1% 4.19 +5.3% ( 5 stores) 
Total, 26 Department Stores +4.5% +13.1% —3.9% +2.3% +1.4% 3.00 +10.8% (10 stores) 
4 Women's Apparel Shops —0.9% +24.6% —19.4% —13.6%* +4.7%* 1.76* (No Data) 
* 3 Women’s Apparel Shops 
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THE EXPORT TRADE 


The shoe industry is but one of several of the 
more prominent manufacturing industries in 
New England which had been developing an ex- 
port trade very rapidly prior to the war only to 
lose the bulk of it even more rapidly during the 
past year and a half. In order to determine 
whether or not to expect a revival of the export 
trade in shoes in the near future it should be as- 
certained how extensive both the rise and fall 
were and whether or not the markets which were 
primarily responsible for the continued growth 
of this export trade during the 15 years prior to 
1914 are in countries which were very severely 
affected by the war. 

The extent of the pre-war growth as well as 
the recent depression of the export trade in shoes 
is shown by the two charts at the bottom of the 
page. The first shows the long-time trend and 
the second the month-to-month fluctuations in 
the number of pairs of boots and shoes shipped 
abroad. It will be seen from the first graph that 
between 1900 and 1915 exports were increasing 
atanearly uniform rate of about 8 I-2 per cent. 
a year. During the first two years of the war 
the increase was even more rapid on account of 
the demand of foreign governments for army 
shoes. Later the reconstruction era following 
the Armistice provided an outlet for a large 
number of shoes during 1919 and the first half 
of 1920. Since that time, however, a constantly 
decreasing number has been sent abroad, as is 
shown rather strikingly by the second chart, 
until during the past six months they have av- 
eraged only about one-fifth the amount averaged 
during 1919. The seriousness of the low level 
of exports during the past nine months is per- 


haps better shown on the first chart. The 
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Source of data — U. S. Department of Commerce. 


OF 


THE SHOE INDUSTRY 

dotted section of the curve is an estimate of 
what the total volume of exports of shoes will be 
during the fiscal year ending June 30, 1922, 
based on the results of the nine months beginning 
July, 1921. It shows that foreign shipments are 
very far below what could have been expected 
considering the normal growth experienced prior 
to the outbreak of the war. In fact 13 years 
ago they were as large as at present. The second 
chart demonstrates that there has not been as 
yet a definite reversal of the downward trend of 
shoe exports although it is evident that con- 
ditions have not grown worse during the past 
six months. 

The situation is more encouraging when the 
location of the shoe markets is considered. Con- 
trary to a somewhat popular opinion the bulk 
of the shoes exported goes to other parts of this 
continent; in fact prior to 1914, two-thirds of 
them went to other North American countries, 
while less than one-fifth were shipped to Europe. 
Depressed markets in Canada, Mexico and Cuba 
are primarily responsible for the bulk of the re- 
verses suffered by the export trade of the shoe 
industry. Cuba's difficulties have been largely 
with the sugar trade; Mexico’s are mainly po- 
litical and Canada has experienced a business 
depression similar to that in this country. There 
seems to be no valid reason why these markets 
should be permanently lost to this country or 
why these outlets should find their purchasing 
power severely curtailed for a long period of 
time. 

In short, the outlook is for a slow recovery of 
the shoe export trade of the country and in time 
it should at least approach that prevailing before 
the war. 
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Lighter line on second chart represents ac tual monthly data, the heavier represents the general trend. 
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STREET RAILWAY TRAFFIC 


It is practically impossible to find a single 
yardstick or measure of business activity. Usu- 
ally several different measurements must be 
added together to get what is even at the best 
a rough gauge of the situation. It seems obvi- 
ous that if the number of people going either to 
work or shopping could be counted, the result 
would be a more or less accurate index of busi- 
ness activity. Two months ago there was an 
article in this Review which presented a study 
of a count of the number of people entering and 
leaving Boston each day on the steam railroad 
trains. It was found that the fluctuations in the 
number of passengers carried corresponded 
closely with changes in the business situation. A 
similar study is presented below, based on a 
count of the number of people riding daily on 
certain selected electric street railways in Massa- 
chusetts. The result is presented graphically on 
the first chart at the bottom of the page. Inas- 
much as the actual number of persons carried by 
the street railways used in this study is irrelevant, 
the volume of their passenger traffic is expressed 
as a percentage of the average number carried 
each day during the three years, 1919-21. The 
curve fluctuates in a general way, with changes in 
business activity. The sharp break in February 
and March, 1920, was caused by a severe storm 
which tied up many of the country roads for sev- 
eral weeks. The high point in the summer of 
1920 coincides with the peak of the business 
boom. There was a slight increase in street rail- 
way passenger traffic in the summer of 1921, as 
compared with the previous winter, but it was 
not impressive. In fact, it will be noticed that 
each summer street railway traffic shows an in- 
crease. This is an annual occurrence which must 


AND THE BUSINESS CYCLE 

be reckoned with every year. This has been done 
on the second chart, which shows the same in- 
formation as the first graph, except that due 
account has been made for the seasonal increase 
in the summer, as well as for the annual slacken- 
ing in the winter. It will be seen from the sec- 
ond chart that, although there was an actual in- 
crease in the number of passengers carried dur- 
ing the summer of 1921, compared with the pre- 
vious spring, it was not as large as usual, and 
consequently conditions were not as good rela- 
tively as in the preceding spring and winter. The 
second curve closely follows the general trend 
of business, as shown by many other indices of 
measurement. It tends to prove that the smaller 
cities did not experience the height of the post- 
war boom until several months after the metro- 
politan centers, and that, conversely, they did 
not begin to recover from the depression as soon. 
From last August until February the curve indi- 
cates a period of improvement, but in March and 
April of this year there was evidently a slacken- 
ing. This agrees with many other indices in 
testifying to a halting of the business improve- 
ment during the early spring months of this 
year. 

There is a break in the line on the second chart 
in February and March, 1920. As mentioned 
above, there was a severe storm at that time, 
which tied up many railroad lines for several 
weeks. Inasmuch as this storm was so thor- 
oughly abnormal that its equal would probably 
not be experienced more than once in twenty or 
thirty years, the break in the curve was made. 

The obvious conclusion from this study is that 
passenger traffic statistics are a valuable aid in 
determining the trend of business activity. 
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THE LONG-TIME TREND OF INTEREST RATES ON COMMERCIAL PAPER 


The exceptional activity in the bond market, 
coupled with an extensive rise of prices, has 
aided in drawing public attention to the abun- 
dance of credit available at the present time as 
well as the low interest rates. Broadly speak- 
ing, money rates in this country have been falling 
for nearly a year and a half, and the prevailing 
rate on prime commercial paper, for instance, is 
but slightly more than half the high point reached 
during the latter part of 1920. Commodity 
prices have had an upward tendency for the 
past several months, and this, together with the 
increasing activity in business, has raised a ques- 
tion as to whether or not interest rates are still 
above normal, are apt to continue to fall for 
some time in the future, or perhaps on the other 
hand will remain stationary or even increase. 

Some light is thrown on the subject by the 
chart at the bottom of the page which shows 
graphically the trend of interest rates borne by 
prime commercial paper in the New York mar- 
ket since 1900. A study of the curve shows that 
fluctuations in rates are markedly affected by 
changes in business activity. Beginning in 
1902-3, for instance, when business was good, 
rates were relatively high, but during 1904 there 
was a sharp drop. This fall was the sequence of 
the “rich man’s panic’”’ of 1903. Rates began 
to rise again after about a year’s hesitation, only 
to have another precipitate decline following the 
panic in the last part of 1907. After another 
year of almost no change, interest rates rose as 
the result of the period of prosperity of 1909-10. 
They were falling in 1914 because of the business 
depression of the previous few months. When 
the war started there was a rapid though short- 
lived increase accompanying the closing of the 


New York Stock Exchange and the financial 
scare. A new factor entered the situation at 
this point,—the Federal Reserve System began 
operations during the closing months of 1914. 
The increasing credit facilities which the new 
banking system provided apparently prolonged 
the period of low money rates in 1915-16, and it 
was not until business activity got well under 
way that they started to increase. The effect 
of the post-war boom and subsequent depression 
are clearly shown, also. 

Another angle of the situation is brought out 
by the dot-and-dash line on the chart. This 
represents the normal interest rate prevailing 
during the years from 1900 through 1914, that 
is, for a long period previous to the war and 
prior to the operation of the Federal Reserve 
System. It will be seen that interest rates had 
a slightly upward tendency during that time. 
This normal line has been projected forward 
through 1922. Comparing the interest rate line 
for the past few months with this mathematical 
normal shows that rates have been below the 
average for several months. 

The conclusion from this by no means com- 
prehensive study of the long-time trend of in- 
terest rates is that, although they are now below 
normal, they are not as low as in previous de- 
pressions, and if the course of events in the past 
repeats itself business improvement will be well 
under way before interest rates again show a 
pronounced upward trend. Increased physical pro- 
duction in industry, coupled with a stiffening in 
commodity prices, indicates that business recov- 
ery has already begun, but the movement ts grad- 
ual enough to indicate that money rates should 
remain below normal during the near future. 
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Condition of Selected Member Banks 
(In Thousands of Dollars) 


Banks in Boston. 


Banks in Portland, Fall River, New Bedford, 
Springfield, Worcester, Providence, 
Hartford and New Haven. 


— . wane “hange since Change since 
RESOURCES May 17,'22. Apr. 18,’22 May 18,’21 'es 18,21 May 17,22 Apr. 18,°22 May 18,21 May 18,’21 
Commercial Loans and Investments, $494,181 $492,210 $534,667 — $40,486 $304,527 $304,263 $301,012 +$3,515 
Loans Secured by U. S. obligations, 16,503 18,274 40,047 — 23,544 9,085 9,933 16,639 — 7,554 
Loans Secured by Stocks and Bonds, 161,137 167,839 150,047 + 11,090 71,223 69,946 69,209 + 2,014 
U. S. Certificates Owned : 1,863 9,213 6,110 — 4,247 989 2,718 8,798 — 7,809 
Other U.S. Obligations Owned . 45,585 28,502 10,713 + 34,872 60,105 55,354 39,050 +21,055 
Total Loans and Investments 719,269 716,038 741,584 — 22,315 445,929 442,214 434,708 +11,221 
Cash in Vaults 7,640 8,528 13,035 — 5,395 13,194 13,526 13,350 — 156 
Reserve at Federal Reserve Bank 65,257 63,962 61,265 + 3,992 22,762 22,551 21,543 + 1,219 
LIABILITIES 
Net Demand Deposits 606,686 597,604 573,308 + 33,378 253,193 251,192 243,484 + 9,709 
Time Deposits 87,377 84,336 70,058 + 17,319 152,505 150,799 140,868 + 11,637 
Government Deposits 10,390 17,754 17,454 — 7,064 2,246 4,207 4,322 — 2,076 
Total Deposits 704,453 699,694 660,820 -+ 43,633 407,944 406,198 388,674 - 19,270 
Money Borrowed at I'ed. hes, B — 8,512 11,100 61,535 — 53,023 3,531 4,354 9,774 — 6,243 
Capital 56,600 56,600 56,200 + 400 31,350 31,350 31,350 0 
Surplus 62,176 62,176 62,136 + 40 29,750 29,750 29,750 0 
Undivided Profits | 21,168 21,168 23,684 — 2,516 18,512 18,512 17,489 -+ 1,023 
Ratio of Borrowings to Total Loans, 1.2% 1.6% 8.3% — 7.1% 8% 1.0% 2.2% 1.4% 
Condition of Federal Reserve Bank of Boston 
(In Thousands of Dollars) 
RESOURCES LIABILITIES 
May 17,’22 Apr.18,’22 May 18,’21 May17,’22  Apr.18,’22 May 18,’21 
Gold Reserve against’. R.Notes $143,321 $149,805 $203,563 Capital $7,981 $7,969 $7,894 
Gold Reserve against Deposits, 41,621 40,823 38,882 Surplus 16,483 16,483 15,711 
Total Gold 184,942 190,628 242,445 Deposits: 
Legal Tender and Silver . 20,645 22,716 16,897 Government. 1,033 420 802 
‘Total Cash Reserves 205,587 213,344 259,342 Member Bank Reserv es, 117,145 115,229 109,423 
an os ‘pe 
Discounts secured by U.S. Sec., 9,923 11,905 38,920 All other 139 I88 86/ 
Discounts—Commercial Paper, 10,203 16,937 53,918 Total Deposits 118,917 116,637 =: 111,092 
Bankers’ Acceptances purchased, 8,510 10,542 12,798 Federal Reserve Notes 149,685 155,539 256,040 
U.S. Sec. against F.R. Bk. Notes, 5,950 7,950 18,936 Federal Reserve Bank Notes, 5,713 7,459 13,795 
Other U. S. Securities owned 42,579 27,978 13 Collection Items 44,841 44,557 43,169 
Total Earning Assets 77,165 75,312 136,345 All other liabilities 1,243 1,169 3,454 
Uncollected items 55,644 54,964 50,475 Total Liabilities 344,863 349,813 451,155 
Other resources 6,467 6,193 4,993 Reserve Ratio 76.5% 78.4% 70.6% 
Total Resources 344,863 349,813 451,155 Loans to other F ed. Res. Banks, 0 0 4,906 
Charges to Depositors’ Accounts 
Other than Banks’ or Bankers’ 
(Monthly Averages of Weekly Totals in Thousands of Dollars 
Per cent Per cent 
Apr. March oO Apr. of 
1922 1922 Change 1921 Change 
Boston : ot $306,826 $303,607 + 11% $302,009 + 1.6% 
Bangor. : P r 3,162 3,240 — 2.4 3,547 — 10.8 
Brockton . 4,589 4,615 — 6 7) 066 eee 
Fall River 6,222 5,618 + 10.7 5,674 + 9.6 
Hartford 23,220 20,483 + 13.4 22,553 + 2.9 
Holyoke 3,079 2,928 + 5.1 2,974 + 3.5 
Lowell 4,628 4,288 + 79 4,383 + 5.6 
Lynn. 6,072 5,455 + 11.3 * i eae 
Manchester 4,217 4,000 + 5.4 4,483 — 59 
New Bedford 5,928 5,862 + 1.1 5,294 + 12.0 
New Haven 16,790 15,982 + 5.0 16,521 + 1.6 
Portland 7,482 7,159 + 4.5 7,422 + 8 
Providence 31,113 30,199 + 3.0 30,288 + 2.7 
Springfield 13,872 12,774 + 8.6 12,845 + 8.0 
Waterbury 6,508 5,855 + 11.1 5,658 + 15.0 
Worcester . 13,584 13,344 + 1.8 14,972 — 93 


*Not reporting. 
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SUMMARY OF BUSINESS AND FINANCIAL CONDITIONS 
THROUGHOUT THE COUNTRY 
By the Federal Reserve Board 


MAY 

Steady improvement in the indicated yield 
of the principal agricultural products has been 
an outstanding feature in the developments of 
the past month. Improvement in the prices of 
cotton, grains, and other products is also a note- 
worthy feature of the month. In appraising 
the manufacturing situation a distinction must 
be drawn between basic commodities and those 
of a more highly finished sort. The marked im- 
provement in the case of iron and steel noted in 
business surveys of previous months has con- 
tinued during May, unfilled orders increasing 
materially and ingot production being the great- 
est in any one month since November, 1920. 


Much the same may be said with respect to 


copper and the other non-ferreous metals. 


The situation in other importantlines of manu- 
facture is less easy to characterize. Due to the 
continuance of the textile strike the output of 
cotton goods has been materially lessened, al- 
though in the southern cotton mill district plants 
are reported as operating near the full capacity. 
A very pronounced increase in unfilled orders 
has been noted by representative cotton mills in 
the Atlanta district which is typical of the gen- 
eral situation. There was a recession of activ- 
ity in woolen manufacturing during April, espe- 
cially in the worsted branch of the industry, 
while the silk industry is suffering from a con- 
dition of continued depression and inactivity. 
confronts manufacturers 


A mixed situation 


of boots and shoes. In the St. Louis district 
activity has been well maintained, but in the 
Boston, Philadelphia and Chicago districts some 
recession has apparently occurred. A portion 
of this must be ascribed to seasonal reaction. 


The general index number of wholesale prices 


» 1922 

compiled by the Federal Reserve Board shows 
an advance of two points as compared with the 
preceding month, making it 149 (which closely 
approximates the index number 146 of the cor- 
responding month a year ago). This increase is 
due to the advances in the prices of agricultural 
products and in materials used in certain basic 
industries. On the whole the adjustment of 
prices among commodities and industries is 
approximating a more normal relationship. 

Reflecting the improved condition in agricul- 
ture and the large disbursement in wages in 
many basic industries, retail trade exhibits an 
enhancement of buying power, returns being 
more favorable than those of recent months. 
With respect to wholesale trade, however, the 
situation is spotty, some lines, such as hardware, 
being more favorably influenced by the great 
activity in building. 

On the whole there appears to have been a de- 
crease in unemployment which has been brought 
about through the increased seasonal demand for 
outdoor labor, the enlarged opportunities for 
employment in the mines and in other direc- 
tions. Factory demand has not kept pace with 
the growth in other branches but, on the whole, 
has receded, especially if voluntary unemploy- 
ment due to strikes in certain sections of the 
country be considered. 

Financially the month of May has also been 
a period of comparative stability. Among do- 
mestic developments the striking event of the 
month has been the announcement of a cut of 
ten per cent. in railroad rates by the Interstate 
Commerce Commission. What effect this will 
have upon commodity movements is as yet 


uncertain. 





